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1. GEUERAL: ‘The declining support foi the Tatin American Communist
Parties oy their general. membersiip, the poor financial
pesition of Ehe Parties, and thelr organizational weaknesses are il
iugtrated by the postponement or neglect of Anmual lational Communist
Party Congresses in many important Latin American countries, In
“exico, the last ammual congress of the Commnist Party was held in
Tecember 1947, and since then the Party has not been able to develop
the nosessary organization or to collect funds for another conress,
Conaideration of a Pariy congress has been dropped in Argontina as a
rosult of dissension and possible Party reorganization, In Fararuay,
the date of a national Communist congress has been postponed several
wmes, and recently plans for 5t have not even been discussed, be-
sonse the Party is unable to finance such a meeting, In Zcvador,
tre Party is making a concerted drive for funds to finance a nationel
congress, but some doubt exisits as Yo whether it will be successful,
Likewise in Uruguay, the annual Party confress may not be held on
schedule, if at all, since first several hundrad thousand pesos for
Party operating expenses as well as 50,000 pesos for the congress
muet be collected, The leaders of the Chilean Communisd Farty have
postponed the national congress indefinitely, as a result of organi-
zaticnal and personal rifts within the Party, In Peru and Jrasil
strict police surveillance has Limited the Communists to small clan~
destine meetings and they can give no thought to holding national
25X1 conmresces, egtimates that Latin American Communist Farties
: will continug xhibit similar wealmesses durin the next three
months, As previous Communist Farty congresses have served to renew
interest and activity of rembers and adherents, to corract organiza~
tional deficiencies, and to provide a somding~voard for anti~
capitalist and anti~US propaganda, inability to hold these congresses
is a favorable development for US security interests in the area, It
ig unlikely that the present situation will chance significantly dur—
ine the next three months,

s 2. PANAMA: Anti-Cemmunist Actlon Proposed foxr US
Ssador Davis has recommended to the Secretary of
i State that the Partido del Pusblo, the Communist Party of Panans,
te placed on the AtSorney Ceneralts list of subversive organiza~
tiong, According to the Ambassador, 4O Peopls's Farty menbers
were employed by the US Covermment in the Canal Zone last year and
at lsast six of these wore in sensitive positions, The Arbassador
believes that “high officials of the Panamendan Govermsent would be
gratifiedr guch action en the part of ths US,
25X1 ostimates that mony Penamanians will probably be dis-
plessed Oy such action and regard 1t as an infringement on Panaman<~
25X1 1en sovereigniy. ?aa‘bimﬁes that the common cauge the nabtional-
icts and anti~American clements might make with the Commmists in
deploring such action would be harmful to US sscurity interests in
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the area, It would tend to assist local Commmists in ¢loaking
their tave intent with propaganda on behalf of nationaliswm and other

themes of more general appeal than economic determinism and the
¢lass atruggle,

z, ISV Changes in the Veneszuelan cabinet announced on 3 June
appear to have no preat pol:.tical signifiicance, ‘‘he ap~
pointuwent of Lanuel .gafia 10 replace Fedro Aguerrevere as ‘inister of
Fomento is reported to be a purely administrative measure pendinz
reorzanization of the T,.Lnistry Anbassador Donnelly says Aguerrevers
‘» will return to the cabinet in July as Minister of l'ines and Petroleus.
' The junta, apparently dissatisfied with the menner in which 7 ube'fn
Corredor has been handl:mg syndicate probiems, has appointed as Vini-
ster of Labor José Tojas «Janbreras, a noderate Socialist, The ap~
vointment of Capi, Oscar .azzei as Minister of Communications released
from this post bolt)"lel Jorge E.;arcano, who has been named Ambassador
ve the U3, The latter chanse is umosoly the rost sirmificant from
the point of view of US interes t.s, since ‘arcano was Air Attaché in
washington for three years, and is believed to be extrenely pro-us,

L, BOLIVIA: Significance of the Bolivian Crisis
e povernment’s survival ig in itself fsvorable Tfor U5

. seewrity interests, in that the danger of a Rolivian regime definite~
1y hostile to the US hasg been avoided, The administration, having
survived itz moet serious crisis to date, is stronger, and has im-
proved its chances of maintaining itself for some time to come, The
ten days of violence and strikes, however, have had an adverse effect
on US interests by reducing tin production, Furthermore, US officials
are immediately concerned b;y‘ the detention of US mine officials at
Colquird and a recent anti=U5 demonstration etaged outside the embas~
sy by PIR students, A matter of future concern, both to the Bolivian
Government and to the US, is the possibility (illustrated in recent
disorders) of ml;.aborqtion betwecr: rightists and Communist~led
Jaeftists,

The govermmentt's success == prevention of a general strike
and termination of 211 lebor disorders by agreement with the workers
gxcept in the tin mines where both managenment and labor insist oun
additional guwarantees = seons due primorily to the loyalty of the
army and to a split within the PIR, The army vwas able to contain a
wave of violence that began on 8 sy when ifil~led miners struck in
protast against the deportation of their leaders, The PIR, although
some of its unions joined in synopathy strikes, did not give complete
cooperation, as its leaders were reportedly divided bsitween those
that felt that their labor following could be maintained only by
backing the IR and others that fmred that the ITR, once in power,
would deastvoy the PIR, The belated attempt (5 Jtme3 by MUR exiles
in Argentina to attack the Boliviaa border town of Villazdn =~ fol=
lowed Apprsead ¥ JriRerEE2002M®11 0+ GIRDRY $1e ammm@ommdl"
cates that there was littlecorrelasion of INIR efforte@E P oo oy E
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Prospects for the future, however, arve not particularly
faverabie, olivia will lose ab least one month's production of tinm,
the most important export and major source of governmental revenves,
thus aggravating the economic dislocation already existing, DPolitical
and labor unrest continue with no indication, as yet, that the quarrel-
some cenbrist parties have been chastened by the countryt's near escape
from 2 possibly bloody civil war or a prolonzed period of chaos, lor
is there any indication that the INR's failure to overthrow the gov
ermment will delsy for long its atiempt to Wy it again, On the vhole,
however, the goverment's survival, though it does not solve any of its
tasic problems, gives it a breathing spell in which it may consclidate
the bactical victory it has von owver the INE, its nost formidable op-
ponent,

COMPImINITIAL
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The Current Situation in Peru

(Mazam: The situation as to US securlty interests has im-
nroved, Peru's goverrment is slightly stronger; the military
Junta maintains effective comtrol of the country despite
existing disaffection, The economic situation, however, re-
mgins substantially uwnirproved, Communism is not a sericus
problen, and Peru's relations with its neiphbors have im-
proved, though they still leawve much to he desired, In
recent Ul negotiations, Peru took an dmportant and independ-
part; its delegates usually follow the lead of the iS,)

the FPeruvian situation has become more favorable for US secwrity in
terests during the past three months (sece “kly, 8 “ar 49), Althourh
the Jdrisa regime has done little to bring about a retwn to democrabic
processes and has made no significant progress in solving economic problems,
the situation at this time is nore favorable to the US: the stability of
the regime has been improved; tension between Peru and its neirhbors has
been reduced, thus favoring the US interest in lemisphere solidarity; and
the outlook for US participation in petroleum development is somewnat
brighier as a result of a growing avareness of the reed for foreirn capie
tal to develop Feruvian oil resources,

The military junta, which assumed power on 30 Ochober, appears to have
been wnified by a reorganization on 1 June by which General Gdria’s control
over it was increased, Colonel Llosa, an arbitious rival, was replaced as
hinister of Development, Doth Llosa and his arch-enery, Admiral 5S4l dias,
were out of the country vhen the reorganization took place, As Saldias
has been retained as linister of larinc while another naval officer has
becore Foreign Linister, it is possible that the junta's future course HAY
reflect more of Saldfas' pro=US orientation than it has to dab . the jum
ta's labor backing has been increased slichtly by the cooperation of a dis~
sident Commumist group led by Luma, The regime has continued the state of
siege and other efforts to control the Apristas, increasine them when an
alleged Aprista plot wos discovered on 2% April, Ailthoush it is more like=
Ly that the plot was by dissident nomipristas in the rolice and the ammy,
the incident was used to justify increased control measures, Degpite the
obvious iprista threab and the less obvious danger from other issident
clements, Odrfa's control over the country is effective and can be main-
twined as lony as he can command the support of key figures in the armed
forces,

Since army leaders corprise the junta that is in complete conbrol of

the government, the army has become a political as well as a military
power, This increased political importsnce has stimlated rivalries and
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dissension within aray ranks, thus lessening its military effectiveness,
Dissatisfaction within the arumy (as well as in the navy, and National
Police) has been controlled by rigid repressive measures as well as by in~
creased appropriations, Army pay incresses became effective 1 April, As
the military is the one power which keeps the present junta in power, its
loyalty and unity are the key to the pevernment's gtablility.

Peru's rather serious economic predicament has not been gignificantly
relieved since the junta took over, The removal of price controls on a
progressively wider range of products amd the quotations of prices in
terms of the free-market exchanpge rate (instead of the unvealistic official
rate) has resulied in increased costs and greater inflation, Recurrent food
shortages, typical of the present state of the Peruvian economy, are again
evident, The dormant stabe of petroleum expleration has caused a groving
public realization that foreipn capital will be needed to revive and extend ;
the industry, This developrent could favor the prospects for fubture US é
parbicipation in the development of Peruvian 0il resources,

Communism, never very strong in Peru, where it has been overshadowed
by Aprismo, has undergone no significant change recently, The Party, out—
1awed by Lhe previous regime, is still technically suppressed, though
there sre many indications that the present governrent has attempted to en~
1ist Cammmist cooperation in its fight against the Apristas, The junts
apparvently fears Comunism less than Aprismo, and feals that the Cormunists
might be used to eliminate Aprisia control of organized labor, Only a dis-
sident wing of Peruvian Comunism has decided to cooperate with the regime,
Although bobth groups of Communisis have made some labor gains, they are nob

nouvgh to make Communism a serious concern to US gecurity interesis in the
area within the foreseeable fubure,

Peru's relations with other latin American countries have improved,
but are still far from satisfactory, The ILO's consideration of a resolu-
tion condemning the Peruvian Covernment's atiitude toward labor unions is
gquite representative of the opinion held by many American republics regard-
ing the present regime, Peru’s relations with Colombia =~ the least satis-
factory of its relations with any country three months ago == were improved
when both cowntries agreed to submit the llaya case to the International
Court of Justice., Peruvian-Bolivian relations continue to be satisfactory.

[FPeri’s TOBT rocent vignilicant Yoles, nowever, Wad in uvhe

TH, whare 1o actively supported the general asserbly resolution favering
Spein, ani took the lead in efforis to recover for Italy its pre-war
colonies,
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